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bfinance est une société de conseil indépendante, récompensée à plusieurs reprises, 
qui fournit des conseils d’investissement à des investisseurs institutionnels situés aux 
quatre coins du globe.

S’appuyant sur des processus sur mesure adaptés à chaque client, notre but est de 
fournir aux investisseurs les ressources et les informations qui leur permettront de 
prendre des décisions majeures.
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des consultants et des universitaires qui conjuguent expertise ciblée et vision 
d’ensemble.

bfinance a réalisé plus de 800 missions pour plus de 300 clients issus de 32 pays. 
La société a son siège social à Londres et possède des bureaux à Paris, Amsterdam, 
Munich, Montreal et Sydney.

Pour toute information, veuillez vous adresser à : Olivier Jéséquel 
(ojesequel@bfinance.com, Paris); Brian Cyr (bcyr@bfinance.com, Montréal).
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Résumé

Alors qu’au cours de la dernière 
décennie, les infrastructures 
non cotées sont devenues une 
composante plus significative 
des portefeuilles des fonds de 
pension, fondations et fonds 
souverains, les investisseurs font 
aujourd’hui face à un univers 
d’opportunités d’investissement 
de plus en plus diversifié et 
complexe à analyser.
Les deux dernières années ont vu 
l’émergence de “méga-fonds” tels que 
les Brookfield III, Global Infrastructure 
Partners III et le fonds record de Blackstone 
épaulé pour les saoudiens, ainsi qu’une 
prolifération d’acteurs spécialisés dans 
des secteurs ou des régions spécifiques, 
menant à une diversité jamais connue 
jusqu’ici. Dans le même temps, les levées 
de fonds ont ralenti fortement en 2017, 
quand bien même la dry powder (l’argent en 
attente de déploiement) a encore augmenté 
de 10% au premier semestre (Preqin).

Comme les rendements offerts se sont 
compressés, les gérants combinent de plus 
en plus les approches au sein du spectre 
rendement/risque – avec une tendance 
marquée à prendre à la fois plus de risque 
et des risques de nature différente – 
dans le but de cibler une performance en 
ligne avec celles des années récentes. Par 
exemple, nous observons une proportion 
plus importante d’exposition au greenfield 
dans les fonds d’infrastructure non cotée, et 
trouvons que les équipes n’ont pas toutes 
l’expertise requise pour la bonne exécution 

de ce type de stratégie. La proportion 
moyenne en infrastructure core classique 
baisse. Dans un contexte de hausse des 
valorisations, le sourcing s’avère toujours 
plus compétitif, et les investisseurs doivent 
examiner avec attention l’historique des 
gérants dans ce domaine. Nous avons 
également remarqué des cas où des 
infrastructures cotées, jusque-là l’apanage 
de gestions thématiques, étaient également 
intégrées au sein d’un même fonds avec 
des infrastructures non cotées. 

L’appétit pour les infrastructures non 
cotées devrait rester fort tout au long de 
2017. Au premier semestre de cette année, 
les recherches & sélections de gérants 
en infrastructure confiées à bfinance ont 
représenté un volume d’investissement 
de 600 millions de dollars, reflétant une 
demande qui se maintient à un niveau 
élevé. Etant donné la masse de capitaux 
dirigés vers la classe d’actifs et les pricing 
toujours plus agressifs, il est essentiel de 
décortiquer les différentes caractéristiques 
d’exposition aux risques, de rendement 
attendu et de corrélation. 

Cet article, le dernier en date de la série 
« Décryptage d’une sélection de gérants 
», partage les enseignements pratiques 
issus de trois missions récentes en 
infrastructure non cotée, mettant en 
exergue la manière dont les investisseurs 
abordent la sélection de gérants dans 
un contexte actuel particulièrement 
exigeant. Pour information ou traduction 
supplémentaire, veuillez svp vous adresser 
à : Olivier Jéséquel (ojesequel@bfinance.com, 
Paris); Brian Cyr (bcyr@bfinance.com, 
Montréal).

Preqin note un ralentissement marqué dans les levées de fonds en infrastructure non cotée en 2017, avec un T2 au 
plus bas (5,3 Md$) depuis le T3 2013. Et dénombre 171 fonds en infrastructure non cotée actuellement actifs sur le 
marché, cherchant à lever un montant record de 149 Md$.

L’EDHEC-Risk Institute a sorti un nouvel indice d’infrastructure non cotée et a publié une critique appuyée de 
l’infrastructure cotée – qui est, selon ses propres termes, « un faux-semblant d’infrastructure » (« fake infrastructure »). 
Quand bien même les différences entre infrastructure cotée et non cotée sont importantes, nous observons pour 
notre part que, dans la pratique, les frontières entre les deux s’effacent de plus en plus, notamment par le jeu de la 
diversification très variée engagée par les véhicules d’infrastructure non cotée.

Alimentant la tendance des méga-fonds, Blackstone a annoncé la constitution du plus gros fonds en infrastructure 
non cotée de tous les temps, avec un abondement structurant de 20 Md$ de la part du Saudi Arabia Public 
Investment Fund dans le véhicule qui pourrait lever jusqu’à 40 Md$.

Actualités
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Infrastructure 3.0

The financial crisis ushered 
in a new era of unlisted 
infrastructure investment. 
Three trends - high appetite for illiquid 
investments, the desire to reduce equity risk 
exposure after the lessons of 2008 and the 
subsequent need for income generation in 
an era of low rates - converged to create a 
‘perfect storm’ of demand. 

Dealflow was healthy, buoyed by a stream 
of asset disposals by financially stretched 
corporates and privatisations from fiscally 
stretched governments. Policy-makers from 
the OECD to the G20 urged pension funds 
and others to fill the global infrastructure 
‘funding gap’.

Yet, if that period of industry expansion 
might be termed “Infrastructure 2.0,” 
after the excesses of the pre-crisis LBO 
boom, we are now in a markedly different 
phase of the post-GFC era. With direct 
investors increasingly battling funds for 
the most prized (typically core) assets in 
developed markets, the result has been 
a steep increase in M&A and, by extension, 
a significant drop in returns (see right). 
According to Inframation, for instance, 
M&A deal volume grew 196 percent 
between 2010 and 2016. Tellingly, non-core 
infrastructure deals are comprising a 
larger proportion of the total, particularly 
in latter years.

In order to source the types of deals that will 
generate the returns they have enjoyed in 
the past, and which investors have come to 
expect, infrastructure managers are adopting 
new approaches and today’s investors face 
a far more diverse, segmented universe of 
available funds and strategies. 

For those selecting asset managers, 
such as the investors whose searches 
are explored in this paper, the current 
climate opens up new questions. Is my 
manager over-paying for assets? Are return 
expectations too high? Is this fund too large 
for this strategy now? How can we diversify 
our infrastructure exposure? Should we be 
investing more in non-OECD or greenfield 
assets? Are these deals really ‘infrastructure’ 
or, given their risk characteristics, more 
‘private equity’ in nature?

Whilst none of the developments that we 
have seen in the industry over the past 
two years are inherently problematic or 
undermine the powerful rationale behind 
infrastructure investment, investors should 
routinely interrogate where ‘infrastructure’ 
(private, listed or debt) is sitting in terms 
of asset allocation, the appropriate  
benchmark(s), and the objectives which 
the allocation seeks to fulfil.

In a market that has undergone major 
structural upheaval, expectations for risk 
factor exposures and returns should 
reflect new realities.

Jargon buster: 
core, core plus and 
value-added
Core: highly predictable cash 
flows. Includes social infrastructure 
(e.g. schools, hospitals) and 
regulated utilities.
Expected IRR

post-GFC: 6-9%

today: 4-7%

Core+: more vulnerable to demand 
risk / economic cycles. Includes certain 
utilities and service companies. 
Expected IRR

post-GFC: 10-15%

today: 8-12%

Value-added: more emphasis 
on the growing value of assets 
versus the (often volatile) cashflows. 
Higher correlation with equities; 
dealflow overlap with privateequity. 

Expected IRR

post-GFC: >15%

today: >12%

Returns are illustrative and vary 
by region.
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Infrastructure 3.0 continued

Figure 1: Three phases of infrastructure investment

Investor appetite
Although there has been a recent dip in capital raising, we expect the appetite for this 
asset class to continue to grow over the long term. Average infrastructure allocations 
for pension and sovereign wealth funds remain low, at less than 3% of overall portfolios 
in countries such as Germany, the US, the Netherlands and the UK. Yet for the more 
mature investor markets of Australia and Canada, pension funds tend to invest 10% or 
more of assets in this space. Even in less mature areas such as Europe, the larger and 
more sophisticated investors tend to have allocations significantly higher than 3%. The 
maturing of the market, the increasing experience of investors and the consolidation of 
pension funds, such as through LGPS pooling in the UK, should all encourage greater 
levels of investment. Finally, although investors should keep a close eye on the notable 
shifts in risk exposures and return expectations observed in this paper, the fundamental 
investment characteristics of this asset class including diversification, income and 
duration remain very strong indeed.

Peter Hobbs 
Head of Private Markets, 
bfinance

Pre-2008: The LBO boom

Late 90s:
Small number of large pension and sovereign wealth funds active in private infrastructure investment, particularly in
Australia and Canada. 

Mid 00s:
Private equity investors view infrastructure businesses as ripe targets for supporting highly leveraged buyouts.

Late 00s:
Strong PPP/PFI secondary market, particularly in the UK. 

Present day: Reaching for returns 

Continued segmentation and specialisation of managers such as renewables-only, greenfield-only, transport-only,
fund-of-funds, co-investments-only, non-OECD, hybrid public/private vehicles, "core specialists" and so forth. 

Decrease in government procurement affects core dealflow.

Deal volume struggling to keep up with fundraising. Compressed returns; some strategy drift.

Post-GFC: Rapid expansion

Long-term investors turn towards infrastructure, seeking diversification from equity risk and/or stronger income
generation in a period of low rates.

Renewed focus on core/core+ investments. 

Growing in-house capability of direct investors to compete/work with funds on transactions. More LP co-investment
visible on transactions.

Opportunities to acquire non-core assets from contractors and governments undertaking privatisations.
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Search one: 
over-priced opportunities

A Canadian foundation was 
seeking a comprehensive 
review of unlisted 
infrastructure managers, to 
allocate CAD50 million ($40 
million) to an open-ended or 
closed-ended pooled fund. 
A substantial number of managers are 
offering “core/core+” strategies targeting 
7 – 10% IRR in OECD markets. In this 
case, 26 were assessed at the longlist 
stage, following an analysis of the full 
relevant universe. Yet they are seeking 
to achieve this objective in very different 
ways. Figure 2 illustrates one such area of 
differentiation using two real-life managers 
targeting 9-10% IRR. Manager A adopts 
a more restrained approach from a bid 
IRR perspective, ensuring that many 
transactions sit within the 9-10% bracket, 
although – as discussed on page 7 – the 
bid IRRs in isolation can be misleading. 
Manager B’s bidding pattern places a 
greater burden on that team’s ability to 
optimise assets.

“In infrastructure, as in private equity, 
managers have undergone significant 
professionalisation as adding value has 
become more critical to deliver returns,” 
says bfinance Senior Director Anne 
Feuillen, who led this search. “A decade 
ago managers could buy assets, structure 
them appropriately and that was enough. 
Today it is more important – and common 
– to see strong operational expertise 
in-house.”

Mandate size: $40 million

Wanted: 7-10% net,
  4% cash yield

Full universe with preference
for OECD brownfield

Longlist

Second stage

Shortlist

Final

Selected

26
10
5

4
1

Figure 2: Transaction IRRs versus fund targets: two core/core+ managers with the same target return
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Search one: 
over-priced opportunities continued

Following an in-depth qualitative analysis 
and further refinement from the investor, 
the longlist of 26 was narrowed to a final 
list of 4. Yet the latter stage was perhaps 
the most complex. The investor’s chief 
concern was determining whether the 
preferred manager – a North American 
fund – was over-paying for assets in 
a high-valuation environment.

In order to address this issue, bfinance 
scrutinised the manager’s successful and 
unsuccessful bids over the past three 
years and the evolution of pricing during 
those bidding processes. Conversations 
with co-investors, other LPs and financial 
advisors, as well as analysis of deal terms, 
helped to build a complete picture of the 
manager’s bidding approach.

This assessment resulted in the conclusion 
that, despite high prices and competition 
for assets, the manager had retained 
appropriate bid discipline.

Figure 3, for example, illustrates the 
divergence between bid and actual IRRs 
achieved to date for a global infrastructure 
fund, by way of example. Would this 
data imply that the manager has been 
over-paying for assets? There is a lot 
more to this question than assessing bid 
IRRs in isolation: a low bid IRR applied 

to conservative cashflows is the same as 
a high bid IRR applied to a more bullish 
business plan.

One final area of concern, flagged as 
a result of transaction analysis, was 
the degree of refinancing risk across 
the investments in the portfolio. Close 
examination of refinancing assumptions, 
such as whether investments had long-
term hedging strategies in place or were 
potentially exposed to rising base rates 
in the future, proved to be significant. 
This may also have strong implications 
for valuations and the performance of 
underlying assets.

Bullish business plans

Consider an onshore wind 
project with a lifespan of 25-30 
years and a fixed term purchase 
power agreement/subsidy for the 
first 20 years. How much of the 
bid IRR is dependent on returns 
after year 20? What are the 
assumptions in terms of power 
prices and cost of maintenance? 
Is there major refinancing risk 
during the life of project or will 
current debt amortise?

Figure 3: Understanding bid discipline: bid and actual IRRs to date for a global infrastructure fund
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Search one: 
over-priced opportunities continued

Reaching for returns
“With returns compressing and investors wary of the high-valuation environment, 
infrastructure managers may need to take more risk and different types of risk in 
order to achieve the same level of returns as predecessor funds. Investors are also 
increasingly keen to understand the drivers of performance of predecessor funds. 
To what extent have valuation uplifts been driven by the reduction in risk free rates 
and more benign financing markets? In a “lower for longer” environment, the ability 
of managers to generate ‘alpha’ is in the spotlight, making issues such as team 
specialisation and geographical coverage increasingly critical.
 
“For example, we see managers that had no greenfield exposure in their first fund 
and 5 – 15% in their second put a limit of 25% or higher in their third. Among the 
closed-ended funds we have examined for mainstream private infrastructure manager 
searches in 2017, the average cap on greenfield exposure is 30%; in certain areas 
such as renewables it is significantly higher. This is not necessarily a bad thing, as long 
as the change in the nature of risk exposures is well understood by investors and the 
capability of the investment team to manage such risks is closely scrutinised.
 

“More broadly, in a world where direct investors are competing with infrastructure funds and returns for core 
infrastructure assets have fallen markedly, managers are forced to think ‘out of the box’ for opportunities. A recent 
example of this is the midstream energy space, where infrastructure managers have acquired stakes in pipeline 
and storage operators with fixed contracts in place with oil and gas producers. Investors should remember that 
opportunities of this type are likely to be unusual.
 
“Such examples also provoke the question: what is infrastructure and at what point does infrastructure become 
private equity by another name? The contractual nature of these assets provides strong revenue visibility, allowing 
them to qualify for the ‘infrastructure’ label. However, upon closer inspection, there are instances where the 
performance of such investments is indirectly linked to commodity prices and there may be tail-end risks around 
de-commissioning.
 
“As managers move up the risk spectrum towards core-plus and value-add strategies, investors should consider 
whether the risks associated with them are consistent with the overall objectives of their infrastructure programme. 
Core infrastructure – regulated utilities and social infrastructure contracts – can still play an important role, despite 
the decline in available opportunities. Boring may still be beautiful, even though returns will be unlikely to reach 
double digits.”

Anish Butani 
Infrastructure Specialist, 
Private Markets, bfinance

Jargon buster: 
greenfield vs. brownfield

Greenfield projects involve assets that are yet to be constructed, while brownfield investments involve 
established assets that may require improvement. In “early-stage” greenfield, development plans have 
not materially advanced, although the project sponsor has taken the decision to proceed (approval and 
financing risk). For “late-stage greenfield,” plans have been developed, approved and debt-financed but 
construction has not been completed (construction risk). It is worth understanding at what stage of the 
greenfield process managers are investing and how well insulated they are from lapses (cost or timing). 
After operations begin, initial revenues may be uncertain for volume-dependent assets (ramp-up risk): it 
can take at least 1-2 years of operation for a wind farm to be viewed as “mature-operational,” for instance. 
While managers have been ascribing risk-premia to take account of construction risk, there is evidence 
that such premia are shrinking in a competitive market, particularly in the renewable energy sector.



09   bfinance
DNA of a Manager Search: 
Infrastructure
September 2017

A UK Local Government 
Pension Scheme (LGPS) 
engaged bfinance to conduct 
a search for one or two private 
infrastructure managers. 
This project began with a detailed review 
of the institution’s existing infrastructure 
holdings, coupled with an analysis of the 
most attractive current opportunities in the 
infrastructure landscape based on pricing, 
size, inflation-hedging and more. The 
conclusions were used to design a tailored 
set of parameters for the mandate, which 
included a willingness to consider non-
OECD exposure of up to 40%. 

The focus on complementing existing 
exposures rather than analysing in absolute 
terms continued throughout the process. 
Two managers, one US value-added 
and one European core/core-plus, were 
ultimately selected for allocations. 

Another interesting feature of this search 
was its relationship with ongoing UK LGPS 
asset pooling. Even where private asset 
portfolios will not be combined for some 
time, savings can already be achieved. In 
this case, bfinance negotiated a bespoke 
fee sleeve for the selected managers, 
enabling the investor to benefit from 
aggregated fee discounts if fellow UK 
LGPS make commitments to them. Two 

other LGPS have subsequently decided to 
allocate to at least one of those managers, 
resulting in savings to the original investor.

Search two: 
combining exposures

Figure 4: Quoted management fees for bfinance private infrastructure manager searches, 2017

Source: bfinance. Fund of funds (including secondaries and co-investment funds) have been removed
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Search two: 
combining exposures continued

Fees proved to be an interesting aspect 
of this search for other reasons too. The 
investor wished to avoid paying fees on 
committed capital – a view which did not 
fit well with one of their preferred managers. 

In order to provide a fairer basis for 
assessment, bfinance modelled the fee 
leakage of two different 15-year funds. 
Figure 5 illustrates a pure management fee-
only comparison, with ‘Fund B’ charging a 
1.25% management fee on all committed 
and invested capital while ‘Fund A’ charges 
a blended management fee of 0.90% 
based on NAV, with NAV growth assumed 
at 6% per year. In both cases a 4-year 
divestment programme is assumed, with 

NAV/invested capital declining by 25%, 
33%, 50% and 100% from years 12-15 
respectively.
 
Assuming target returns are met, fees 
paid to Fund A and Fund B would be 
broadly similar. This chart does not include 
performance fees, hurdle rates, catch-ups 
and other distinctions which make a large 
difference (see page 11, ‘Jargon buster’).

After negotiations with the relevant 
managers, the investor decided to pay 
management fees on committed and 
invested capital, concluding that the 
absolute fee leakage should be the priority.

Figure 5: Fixed management fee versus NAV-based management fee for two funds ($50m commitment)
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Source: bfinance analysis. Management fees only; does not include performance fee or any other costs.
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Search two: 
combining exposures continued

International diversification
“Increasingly, we are working with investors who already have exposure in 
one part of the infrastructure market and are looking to diversify that exposure 
geographically or in other ways. One particular obstacle that investors face is that 
the markets and the managers are very different: it can be challenging to apply 
the lessons learned in one region to another.

“For ‘Search two,’ the investor asked for an additional analysis comparing the 
US and European markets. Although some of the differences are widely known, 
such as the greater prominence of the energy sector in US funds and the greater 
governmental involvement in Europe, there are many more subtle distinctions. 

“For example, a number of European managers place somewhat less emphasis 
than US counterparts on the role of ‘operating partners’ – advisors or staff with 
expertise in particular sectors, who supposedly have their fingers on the pulse in 
those niches and play an important role in deal-sourcing.

“Incidentally, it can be remarkably tricky to identify how many of the deals that a manager has completed were 
genuinely ‘bi-lateral’ or ‘off-market’. There is a tendency to inflate that figure, which might be treated as a 
barometer of sourcing capability. Digging down tells a different story. Does the ‘bi-lateral’ figure include cases 
where others dropped out after they put in an indicative bid? Does it include limited auctions? Headline claims 
should always be challenged.

“US managers have also become increasingly active in the midstream energy sector, and more specifically 
in Master Limited Partnerships (MLPs) - a structure which does not exist in Europe. Although these ‘volume-
linked’ businesses are not fully exposed to commodity risk per se, they are potentially vulnerable to oil price 
fluctuations. After all, if there is no drilling then there is no volume.”

Guy Hopgood 
Senior Associate– Private 
Markets, bfinance

Jargon buster: 
catch up, carry and hurdle rate

Aside from the management fee, private infrastructure managers typically charge performance fees 
or ‘carried interest’ on returns above the ‘hurdle’ rate. For ‘search two,’ the majority of managers had 
a 15-20% carry (meaning that they take 15-20% of returns) and a 6-8% hurdle rate. Carry may be 
negotiable; hurdle rates usually cannot be changed, especially once fundraising has begun. In addition 
to this, the vast majority of managers do not have a ‘carry-only’ structure but feature a ‘catch-up’ 
element which can vary from 0% to 100%.
 
By way of example, for a fund with an 8% hurdle rate and a 20% performance fee with 100% catch-up, 
the fee distribution would resemble the following. All the returns go to the investors, minus the 
management fee, until the investors receive their 8% return. All returns above this will then flow 
to the manager until they have reached 20% of the cumulative amounts distributed. After this, any 
further returns will be split 80% to the investor and 20% to the manager. With the catch-up adjusted 
to 50%, the returns above 8% would be split 50/50 between investor and manager until the manager 
reaches that 20% figure.
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Search three: 
entering renewables

This renewable energy-
focused infrastructure search, 
conducted towards the latter 
part of 2016, represented a 
serious step up in the ESG 
commitment of a European 
pension fund that had already 
shifted a third of its listed 
equity portfolio towards a low 
carbon index benchmark. 
Although the investor had previously 
explored the topic with a large retained 
investment consultant, the lack of viable 
choices presented led the team to seek 
external specialist support for a full 
analysis of the market.

Aside from the renewables focus the 
remit was broad, permitting all strategies 
ranging from core to opportunistic, with 
a preference for OECD-only exposure. 
Expectations for greenfield exposure were 
significantly higher than in conventional 
infrastructure searches, given the nature 
of this sector. 

With 18 managers submitting detailed 
proposals for consideration, across various 
geographies and strategies, the process 
almost tripled the universe of funds 
available for this investor to consider. Some 
of these funds were not large enough to 
qualify for analysis by other consultants; 
others tended to avoid consultant ratings 
processes or RFPs since these have not 
been necessary for fundraising.

Since the nature of the renewable energy 
impact was a key priority for this investor, 
bfinance developed a bespoke tool 
permitting at-a-glance combination analysis 
of the various candidates in terms of 
their specific sub-sector exposures (wind 
farms, solar etc) and geography. An edited 

snapshot from this model can be viewed 
in Figure 6. This provided greater clarity 
in order to facilitate decision-making 
and communicate the nature of the 
environmental impact to the organisation.

After detailed qualitative analysis and due 
diligence, two managers were selected: one 
with a global OECD focus and the other 
with a US focus. One of these had never 
previously participated in any consultant 
selection process or RFP. 

Mandate size: $90 million

Wanted: 8-12% absolute
  return, including
  cash yield

Full universe

Longlist

Second stage

Shortlist

Selected

18

7

3

2
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Figure 6: Interactive combination analysis of three managers

Search three: 
entering renewables continued
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Search three: 
entering renewables continued

In many ways, renewable infrastructure 
provides an excellent example of the 
sub-sector specific private infrastructure 
managers that have recently proliferated, 
with specialist expertise proving more 
critical to return generation than has been 
the case in previous years. We expect this 
specialisation trend to continue. 

As a result, many of these formerly ‘niche’ 
or ‘esoteric’ areas of the sector are often 
now broader and deeper than investors 
realise, opening the door to credible 
manager selection. 

As countries, particularly in Western 
Europe, start meeting their renewable 
energy generation targets, the dynamics 
of investment are likely to change. We 
are already seeing the number of new 
projects in established technologies such 
as onshore wind and solar supported 
by generous subsidy regimes beginning 

to slow down. This relative scarcity has 
compressed returns to “bond-like” levels 
in parts of Western Europe.

Some managers are already targeting 
other segments of the renewable energy 
value chain, such as energy storage and 
generation capacity, that aren’t necessarily 
supported by long-term contracts and as 
such entail a greater level of risk. Investors 
should take note of the heterogeneous 
nature of renewable energy investment, 
the ability of managers to adapt their 
expertise to newer technologies and the 
implications for returns.

Then (mid ‘00s - early ‘10s) Now (mid ‘10s - present)

Main technologies for fund investment: onshore wind 
and solar PV projects. Some investment in offshore wind.

Mix of technologies with increasing focus on more complex 
areas such as offshore wind, biogas, combined heat and power 
in mature markets. Investments in other parts of the value 
chain: e.g. energy efficiency, energy storage, peaking capacity. 
Not all segments have long term contracts.

Project entry: mainly brownfield stage, with managers 
investing as projects become “mature operational.”

Project entry: greenfield and brownfield, with managers 
prepared to take some construction risk.

Project locations: mainly OECD, AAA-rated governments. Project locations: managers considering global 
diversification e.g. solar in Asia.

Projects supported by long term subsidy and power purchase 
agreements with utilities (typically 20 years plus). Manager 
emphasis on long-term projects with strong visibility on 
revenue generation.

Subsidies for established technologies beginning to be scaled 
back. Corporates emerging as a key stakeholder, entering 
into long-term agreements to purchase power directly from 
developers.

Project leverage: typically 70 – 80% debt/total capital. Certain managers are exploring unleveraged renewables, 
funding projects with 100% equity.

Figure 7: Renewable energy infrastructure – then and now  
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Scrutinise capability. Although it is not necessarily concerning that manager strategies are evolving to 
cope with new market conditions, investors should take great care that the manager’s team and practices 
are well placed to handle the change in pace. 

Be sceptical about sourcing and bid discipline. Few if any managers are genuinely insulated from today’s 
high prices. Stated figures for off-market deals are often inflated. Opportunities such as the dislocation in 
pricing of midstream energy MLPs in the US are likely to be unusual. Watch out for bid discipline. 
 

Explore the niches. The market for infrastructure investments in esoteric sub-sectors, such as the 
renewable infrastructure example presented here, can be deeper and broader than many investors expect 
or many consultants indicate. 

Key takeaways

Related reading:

Investment Management Fees: 
New Savings, New Challenges

Manager Intelligence 
and Market Trends

bfinance.com/publications

Implementation Insight

Investment Management Fees:
New Savings, New Challenges 
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